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President's Report 
to the 
Shareholders 


Review of Operations for the 1972 Year 


| am pleased to report to you that during the year 
ended October 31, 1972 the Company achieved both 
the highest sales volume and the highest net earn- 
ings in its history. Sales reached $26,330,000, an 
increase of 26% over the previous high sales mark of 
$20,816,000 set in 1971. Net earnings were $2,269,000, 
an increase of 67% over the former high level of 
$1,361,000 recorded in 1971, and earnings per common 
share were $1.58 (1971 - $1.02). 


In 1972 we were assisted by a buoyant domestic 
economy and by a strong demand for lumber both 
at home and abroad. During the year we produced 
and sold 127 million foot board measure of lumber 
and further volumes, which we purchased from saw- 
mills not owned by the Company, were readily sold 
at good profit margins. Against this background 
of excellent marketing conditions we were able to 
absorb the negative impact of both a_ prolonged 
strike in the B.C. Construction Industry and 20 days 
of lost production in our sawmills during the West 
Coast lumber strike. 


Expansion 


A number of positive steps were taken in 1972 to 
ensure the future prosperity and competitive posi- 
tion of the Company. These important developments 
include: 


— A move into the new Richmond, B.C. freight ter- 


H. S. DOMAN, 
President and Chairman of the Board 


minal by our three mainland transportation com- 
panies. These modern dispatch and repair facilities 
are strategically located and include several acres 
of blacktopped storage area. The Richmond freight 
terminal has greatly assisted our mainland transport 
group and the benefits of this expansion are expected 
to be realized even more fully in the coming year. 
In 1973 a rail spur will be added at this freight ter- 
minal and the potential of the property’s Fraser River 
foreshore will be evaluated. 


— A new domestic lumber sales division was opened 
to service our customers who operate line yards 
and building supply outlets on the lower B.C. main- 
land. This division utilizes six acres of outside stor- 
age area adjacent to the Richmond freight terminal 
mentioned above. These two divisions share a modern 
office building and benefit from working closely to- 
gether. Sales volume from the Richmond domestic 
division in the first year of operation was very en- 
couraging. The supply of lumber to line yards and 
building supply outlets is considered to be a growth 
area for the Company. 


— During the year additional production machinery 
was installed in the Company’s sawmills. This has 
resulted in increased productivity and an overall rise 
in production levels. 


— Saltair Lumber Company Ltd. (Owned 20% by 
Domans and 80% by Pacific Logging Company Lim- 
ited) completed its new sawmill in September, 1972 
and an ideal start up was realized. The Saltair plant 


can produce lumber for the standard North American 
dimension markets as well as for the United King- 
dom, European and Japanese markets. Its flexibility 
is of great assistance to Doman Timber Sales Lim- 
ited, which company markets the Saltair production. 
The Saltair mill will go onto a full three shift operat- 
ing basis in early 1973. 


— Construction of a large sawmill at Chemainus, 
B.C. is in progress. This plant will replace the small 
sawmill destroyed by fire in July, 1972. 


— Our new office building in Duncan, B.C. is ready 
for occupancy and our Head Office was moved to 
the third floor of these new premises in January, 
1973. National and local tenants are located on the 
first two floors of the building. 


Financial 


Cash flow from operations reached a_ record 
$3,386,000, (1971 - $2,313,000) and at the year end 
working capital amounted to $4,325,000 (1971 - 
$3,057,000). No significant term debt instalments fall 
due in the coming year and we expect to finance 
normal capital expansion out of cash flow. Major 
capital expenditures can be financed from this source 
and from monies available to the Company on a 
draw down basis under the terms of our 1971 bond 
issue. The Company is in a good cash position and, 
as its borrowing power has never been greater, no 
issue of shares is contemplated. 


Dividend Policy 


Following the initiation of Common Dividend number 
one in December, 1971 regular quarterly dividends 
of 2Y¥2c per common share have been declared and 
paid. In January, 1973 the directors resolved to in- 
creased the common dividend to 10 cents quarterly 
commencing with Common Dividend number six pay- 
able April 1, 1973 to shareholders of record March 
15, 1973. It is expected that a quarterly dividend of 
10 cents can be maintained to establish an annual 
rate of 40 cents on the present number of common 
shares outstanding, which at October 31, 1972 was 
1,459,676 shares. 


DUNCAN, B.C. 
March, 1973. 


Earnings 


We have followed the practice of reporting our an- 
nual resuits as earnings per common share on both 
an undiluted basis and a fully diluted basis. The un- 
diluted earnings are of current interest, while a year 
by year comparison is more easily facilitated by a 
review of the earnings on a fully diluted basis. In 
summary, the earnings per common share have been 
as follows: 


Undiluted Fully Diluted 
1972 1.58 1.41 
1971 1.02 86 
1970 39 .34 
1969 .60 48 
1968 .25 22 


Our present forecasts indicate that 1973 earnings per 
common share should increase on a fully diluted 
basis from $1.41 in fiscal 1972 to over $2.00 in fiscal 
1973. 


Outlook 


Against the background of a strong world wide de- 
mand for lumber, | anticipate a particularly rapid 
growth for our lumber manufacturing and export sales 
divisions. Sales will grow with the advent of increas- 
ing lumber production from the Ladysmith and Saltair 
sawmills, together with production from the Chem- 
ainus sawmill now under construction, and from the 
Anderson sawmill to be acquired by the Company 
in 1973. Our continuing sawmill modernization §pro- 
gram, the trend toward standard lumber grades and 
sizes, and better lumber assembling, shipping and 
distribution techniques are all contributing to lower 
unit costs. These factors together with the availability 
of complete and timely market information will pro- 
vide record earnings from lumber manufacturing and 
export sales in 1973. 


In each of our remaining divisions | am looking for 
growth in both sales and net earnings. The steady 
contributions of our employees, who now number 
over 450, make all of this possible, and their loyal 
and dedicated efforts are sincerely appreciated. On 
a consolidated basis, record sales and net earnings 
are indicated in 1973. 


Respectfully submitted, 


H. S. Doman, 
President & Chairman of the Board. 
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COPE OF 
THE COMPANY 


The Company’s principal businesses are depicted in 
the photographs on this page. Lower left 1. shows 
a log yarding and loading ‘“‘Side” at O.B. Logging Co. 
Ltd. Middle left 2. is a deck of barked logs ready for 
production through the Quad Band Mill of Ladysmith 
Forest Products Limited. Upper left 3. is rough or 
unfinished lumber entering the Ladysmith planer mill. 
The lumber is starting the final stage of the man- 
ufacturing process at this point. Above 4. are pack- 
ages of lumber in storage at the Chemainus Assembly 
Yard. Upper right 5. a new Doman’s Transport Ltd. 
tractor. Middle right 6. a view from the Richmond 
dispatch office of Doman-Marpo!e Transport Limited, 
and Lower right 7. merchandise on display at the 
Victoria Retail Building Supply Centre. 


The Company’s activities fall within three main oper- 
ating groups which break down as follows: MAN- 
UFACTURING AND EXPORT GROUP, which includes 
logging, sawmilling, lumber remanufacturing and the 
export marketing of lumber. DOMESTIC GROUP, 
which is made up of the domestic marketing of lum- 
ber and building supplies including sand, gravel 
and ready mix concrete, as well as land development 
for residential subdivisions. TRANSPORT GROUP, 
which takes in the operation of our truck transport 
fleet. Consolidated sales volume analysed by operat- 
ing group is as follows: 


1072571 eel SOR O6CI R968 


($ millions) 

Manufacturing and Export 

Group 161259113:0 8.1 8.2 4.5 
Domestic Group 10.2 6.9 5.3 6.9 5.7 
Transport Group 3.4 2.9 2.3 2.0 2a 
Sub-total Pes} «=e ere Al 
Consolidation eliminations (CLs) (20) Gls) (sh) els) 
Net Consolidated Sales PAsyc} PAOe} RH) IGE} ICES 


1972 consolidated net earnings of $2,268,638 were 
derived from: 

Manufacturing and Export Group $1,719,534 or 76% 
and Domestic and Transport Groups combined 


$549,104 or 24%. 1971 consolidated net earnings of 
$1,361,262 were derived from: Manufacturing and 
Export Group $989,764 or 73% and Domestic and 
Transport Groups combined $371,498 or 27%. 


MANUFACTURING AND EXPORT GROUP, included 
are; 

Doman Timber Sales Limited, 100% owned, whose 
export division holds the exclusive lumber sales con- 
tracts for the undernoted sawmill companies in the 
group. 

Nanoose Forest Products Limited, 100% owned, 
whose operation on Company lands at Chemainus, 
B.C. include a lumber remanufacturing plant and 
a new sawmill under construction to replace the mill 
destroyed by fire in July, 1972. Nanoose is presently 
operating at a 20 MMFBM annual rate, which is soon 
to be increased to 60 MMFBM; Ladysmith Forest Pro- 
ducts Limited 80% owned with 20% held by Can- 
adian Pacific Investments Limited through its sub- 
sidiary companies Pacific Logging Company Limited 
and T. W. MacKenzie Logging Ltd., operates a small 
log sawmill at Ladysmith, B.C. which is presently pro- 
ducing at a 120 MMFBM annual rate; Saltair Lumber 
Company Ltd., 20% owned with 80% held by Pacific 
Logging Company Limited, operates a large log saw- 
mill at Ladysmith, B.C. which was completed in 
September, 1972. Saltair is presently operating at 
a 100 MMFBM annual rate. Both the Saltair and Lady- 
smith mills are built on land held under long term 
lease. 


The Manufacturing and Export Group also includes 
O. B. Logging Co. Ltd., 100% owned which operates 
a Timber Sales Harvesting License at Jervis Inlet, 
B.C. as well as several Timber Sales all in the Quadra 
Public Sustained Yield Unit. The annual allowable 
production of logs under license and sale is 20 
MMFBM. 


DOMESTIC GROUP, included are; 
Five building supply outlets in B.C. operated by 
Doman Industries Limited. These include wholesale 


yards in Nanaimo, Victoria and Surrey, a combina- 
tion wholesale-retail yard in Duncan, and a retail 
store in Victoria. In this group is a supporting 
materials assembly yard located at Chemainus, and 
the new Richmond domestic division of Doman 
Timber Sales Limited which opened in 1972 to sup- 
ply line yards and building supply outlets on the 
B.C. mainland. All of these facilities are located on 
land owned by the company with the exception of 
the Victoria stores which are located on land held 
under long term lease. 


Also in the group is Armour & Saunders Ltd., 100% 
owned, which company works closely with the 
Doman’s building supply outlets on Vancouver Island. 
Armour & Saunders Ltd. operates a sand, gravel and 
ready mix concrete business, has its own aggregate 
deposits, washing plant and concrete batch plant 
all located on land owned by the company, and 
Operates a modern fleet of specialized mobile equip- 
. ment to deliver its products. The fourth member of 
the Domestic Group is Doman Investments Limited, 
100% owned, which company holds share interests 
varying from 10% to 50% in three land development 
companies in the business of providing residential 
building lots on Vancouver Island. The company also 
owns land in its own right which is being held for 
development. 


TRANSPORT GROUP; included are the following 
wholly owned subsidiary companies: Doman’s Trans- 
port Ltd., Doman-Marpole Transport Limited, Doman’s 
Freightways Ltd. and Davinder Freightways Ltd. The 
fifth member of this group is Hyak Transport Limited 
60% owned with 40% of Hyak owned by Westcan 
Terminals Ltd., a subsidiary of Sooke Forest Pro- 
ducts Ltd. The Transport Group operates out of 
modern dispatch and repair facilities on land held 
under long term lease in Duncan on Vancouver Island 
and on Company land in Richmond on the lower 
B.C. mainland. The equipment fleet presently includes 
65 diesel tractors and 127 trailers, numerous pieces 
of specialized mobile equipment, and additional equip- 
ment hired on a daily basis to meet peak demand 
periods. Miles travelled in 1972 were in excess of 
3,750,000 (1971 - 3,500,000). 


The Transport Group operates as a public carrier of 
freight throughout British Columbia, north into the 
Yukon and south into Washington and Oregon. In 
addition to operating as a public carrier, our trans- 
port fleet is able to handle the internal movement of 
goods for the other Doman divisions, including bulk 
deliveries from suppliers and to customers. This in 
house business provides our Transport Group with 
exceptionally high equipment utilization. In turn, the 
ability to call on the transport fleet to move large 
volumes of cargo quickly and on a night shift basis 
is of great assistance to the other divisions of the 
Company. 


The picture at the lower right shows Doman lumber which was used to 
construct the stands for President Nixon's second term of office inau- 
guration ceremony in Washington, D.C. 
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COMPANY HISTORY 


DOMAN INDUSTRIES LIMITED : 


ROR ACRE ATMO SANE SLT 


Doman Industries Limited was incorporated in 1955 to carry on the business ; 
of its founder, Harbanse S. Doman. At that time the business included contract 
hauling of lumber and copper ore, and selling lumber and fuel. The business : 
expanded to become a public carrier of freight, first on Vancouver Island, ' 
then into Vancouver, and in 1964 throughout the Province of B.C. A parallel de- 
velopment took place in the merchandizing field when lumber sales were broaden- 
ed to include a full line of building supplies. In 1964 supply problems with lumber 
led to the entry of the Company into the sawmilling business. In the same year 
Doman Industries Limited became a public company. Following a public issue 4 
of securities, the Company’s common and preferred shares were called for trading 

by the Vancouver Stock Exchange in April, 1965. In that year consolidated sales 
reached nearly six million dollars and Domans added a sand, gravel and ready 

mix concrete company to its growing list of businesses. 


CCAR NALS? 


TSA EOL NENTS ETD 


With the completion of the Ladysmith Forest Products Limited sawmill in 1967 
Domans entered into large volume lumber production and export lumber sales. 
These two steps were to become major factors in the growth which followed. 
The second public underwriting was made in 1967 and our first large debt 
financing was completed with RoyNat Ltd. By 1968 lumber production exceeded 
40 million board feet, and in the following year the Company entered the 
logging business when it acquired O.B. Logging Co. Ltd. which acquisition 
included a Timber Sale Harvesting License. 


In July, 1969 the common shares were split 3 for 1, additional debt financing 
was completed and in that year annual lumber production passed the 70 mil- 
lion board foot mark. In May 1970 the common shares were called for trading 
by the Toronto Stock Exchange. In 1971 new records were set when con- 
solidated sales passed the twenty million dollar level and lumber production 
reached 123 million board feet. In that year transport hauling rights were 
f acquired for the States of Washington and Oregon, the Company expanded into 
the business of land development for residential subdivisions, and construction 
f started on the new Saltair Lumber Company Ltd. sawmill. During the year new 
' debt financing was completed under a First Mortgage Bond Issue and Common 
Share Dividend number one was declared on December 10, 1971. The year ended 
with the 28th consecutive quarterly dividend being declared on the Company’s 
Preferred Shares. 


This brings us to 1972 which is the subject covered throughout this report. 


SOAS RUTH SRT S OATES 
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Top — Trailers triple decked for storage. 
Center — Part of the new fleet. 
Bottom 


a 


Top — Tractor with chemical trailer. 
Center — ‘‘Chaser’’ marking logs. 
Bottom — At the log dump. 


Top — Richmond, B.C., new transport depot. 
Top Left — Head office construction Duncan, B.C. 
Below Right — Logging at O.B. Division. 


DOMAN INDUSTRIES LIMITED 


Financial Summary / 1965 - 1972 


Earnings 


Sales r Lae Pee 


Earnings Before 
Income Taxes ..... 


Less Income Taxes 

Net Earnings 

Less Preferred Dividends 

Net Earnings Available for Common Shares 


Earnings Per Common Share* 
— Undiluted een RS sees 


— Fully Diluted ...... 


*(1968 and prior restated for 
1969 - 3 for 71 stock split) 


Cash Flow 


Cash Flow from Operations 

Issue of Securities 

Sale of Fixed Assets 

Purchase of Fixed Assets 

Reduction in Long Term Debt ............... 
Sundry Use of Funds 

Investment in Subsidiary Companies 
Preferred Dividends 

Common Dividends 


Increase (Decrease) in Working Capital 


Balance Sheet 


Current Assets 

Current Liabilities 

Working Capital 

Fixed Assets — Net 

Other Assets 

Long-Term Indebtedness 
Deferred Income Taxes 
Preferred Shares 

Common Shareholders’ Equity 


Interest of Minority Shareholders 
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1972 
$26,329,890 


4,674,302 
2,405,664 
2,268,638 

28,058 
2,240,580 


1.58 
1.41 


1972 
$ 3,385,938 
597,953 
256,533 
2,303,266 
129,362 
359,005 
28,058 
152,962 
1,267,771 


1972 
$ 8,579,620 
4,254,516 
4,325,104 
6,865,940 
963,590 
3,114,633 
766,041 
347,860 
7,110,758 
815,342 


1971 
$20,816,101 


3,042,831 
1,681,569 
1,361,262 

39,065 
1,322,197 


WW 
.86 


1971 
$ 2,312,604 
1,158,397 
47,110 
1,349,856 
272,939 
108,372 
293,443 
39,065 


1,454,436 


1971 
$ 6,736,193 
3,678,860 
3,057,333 
5,422,317 
656,834 
2,749,089 
663,676 
533,560 
4,734,393 
455,766 


1970 
$13,944,725 


1,181,439 
657,239 
524,200 

45,139 
479,061 


39 
34 


1970 
$ 1,238,518 
3,850 
198,236 
923,417 
361,328 
32,918 


45,139 


77,802 


1970 
$ 4,759,739 
3,156,842 
1,602,897 
4,705,892 
425,958 
2,095,190 
682,078 
662,360 
3,016,999 
278,120 


1969 
$14,341,367 


1,817,993 
1,077,000 
740,993 
59,199 
685,794 


.60 
.48 


1969 
$ 1,593,999 
1,456,400 
112,948 
1,289,193 
501,822 
31,074 
831,531 
55,199 


454,528 


1969 
$ 4,587,142 
3,062,047 
1,525,095 
4,487,724 
444,479 
2,456,518 
601,761 
727,360 
2,469,088 
202,571 


1968 
$10,486,069 


735,057 
403,961 
331,096 

63,050 
268,046 


29 
ee 


1968 
$ 1,001,781 
668,422 
862 
509,640 
300,660 
73,939 


63,050 


723,776 


1968 
$ 3,588,436 
2,517,869 
1,070,567 
2,861,629 
494,480 
1,490,974 
444,761 
970,000 
1,469,254 
51,687 


1967 
$8,362,126 


314,729 
156,400 
158,329 

56,550 
101,779 


10 
10 


1967 
$ 428,981 
1,350,000 
9,618 
1,015,779 
371,234 
236,750 


56,550 


108,286 


1967 
$2,802,367 
2,455,576 
346,791 
2,728,026 
461,208 
1,123,212 
244,700 
970,000 
1,201,208 
(3,095) 


1966 
$7,011,818 


374,560 
184,415 
190,145 

37,050 
153,095 


14 
14 


1966 
$ 530,797 
44,123 
735,294 
915997, 
33,377 


37,050 


(322,798) 


1966 
$2,571,165 
2,332,660 
238,505 
1,986,637 
264,347 
544,446 
235,700 
570,000 
1,139,318 
25 


1965 
$5,981,820 


438,169 
201,498 
236,671 

27,788 
208,883 


.20 
18 


1965 
$ 503,446 
1,278,484 
129,649 
1,283,458 


284,215 


27,788 


316,118 


1965 
$1,985,534 
1,424,231 
561,303 
1,582,983 
299,765 
636,333 
182,700 
570,000 
1,055,018 
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DOMAN INDUSTRIES LIMITED 


Consolidated Statement of Earnings and Retained Earnings 
Year Ended October 31, 1972 (with comparative figures for 1971) 


1971 

Sales of products, merchandise: and ‘services mene ee ee $20,816,101 
Costs and expenses (notes 2 and 5) 

Cost of sales, selling and administration expense ......0...... 16,551,445 

Depreciation: sisceims Secu Bhi ee tavtceuiit ot en dace i eee ee er 466,686 

Depletion of timber and amortization) Of to0adS tiem 195,080 

Amortization of deferred preproduction expenses 41,675 

Interest.on. long-term: debt. o.c2.c.:.5.e heen ee eee eee 264,244 


17,519,130 


Earnings before income taxes and minority interest... 3,296,971 
Income taxes 
CUTE sans cee cules ok Soe ue ee se se ia Re aha ee 1,699,971 
Deferred wc styeleien 5 ou rope Re eee ee et Oe ere (18,402) 
1,681,569 
Earnings, before, minority Interest Fes. ase cece ee ese eer reer 1,615,402 
Interest of minority shareholders in earnings of 
SUDSICIArIOS @  koccicacletiae .cloesearec ous Me.tk seer Re ene er 254,140 
NET> EARNINGS= FOR ST HEs YEAR eeepc eee 1,361,262 
Retained earnings at beginning sOf | yea rire eee tee eee 2,347,859 
3,709,121 
Dividends 
Preferred  SHAres ag. essvinstivsoess doses cosas tess ooe ACT ee aoe 39,065 
COMMON “SHAPES? kidesd cscs: vices eee See Pe ea ee tet a ee a —_— 
39,065 
RETAINED, EARNINGS#@AT SEND? ORMY EAR teen $ 3,670,056 


Earnings pet common shates(note, 9) ans 


$1.02 
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Consolidated Statement of Source and Application of Funds 
Year Ended October 31, 1972 (with comparative figures for 1971) 


SOURCE OF FUNDS 


Operations 
Net earnings for year 


Add items not representing a current outlay of funds 
Depreciation and depletion 


Deferred income taxes 


Amortization of deferred charges 


Interest of minority shareholders 


Ota Bund SE kOMmmODErALIONS Mee dierent Ay etn rie. karcy oe aus ra cane se eae eee ee 
Issue of securities 
Common shares 


First Mortgage Bonds, net of bonds retired 


Bank loan 


APPLICATION OF FUNDS 


Additions to fixed assets ...... Rat eR Ae, Ah iy. | IN GE Nath ue 18. Sat ye ROE Aarts Se 
NEtmreGuctionmim OMG=tehmiROCD tase gaan. se. 6) 7) oe cone yp rata te eh eee eRe 
Net increase in investments and receivables other than current... 
Dividends: OMmDLCLClLeCsStlal CS.aincictatndprsustasuah saat ep Cm ea arate mre p sparta ae 
DIMIGKNGS Gl) CORMMNON SMEVAAS: ccccccovusccannseanonssscaonevacaronnossannovenduayuansdonsusvednudevesreac suacacone 
ACAUISION@OlmSUDSICIAkVECOMPANICS 2 1co. gen sates asec adie ete ee ee 
INCREASE IN WORKING CAPITAL .......... Serene ore 
WORKINGECACITAECEGINNINGRORRYEA Rieter eter er tere ee 
WORKING GAPIIAL ANP TEINIDD IP VASINRY oc csscorvonasounpagnacueo cous suscwagr pomsasnievaseasae wnaesen mene 
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$ 1,361,262 


661,766 
(18,402) 
53,838 
254,140 


2,312,604 


266,397 
892,000 


47,110 
3,518,111 


1,349,856 
272,939 
108,372 

39,065 


293,443 


2,063,675 


1,454,436 
1,602,897 


$ 3,057,333 
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DOMAN INDUSTRIES LIMITED 


Consolidated Balance Sheet at October 31, 1972 


(with comparative figures at October 31, 1971) 
ASSETS 


CURRENT ASSETS 
Cash and term deposits, net of bank advances 
Accounts receivable 
Inventories (note 3) 
Prepaid expenses and other .............. 


INVESTMENTS AND RECEIVABLES OTHER THAN CURRENT (note 4) . 


FIXED ASSETS, at cost (note 5) 
Buildings, machinery and equipment 


Less accumulated depreciation 


Land 


Timber holdings and logging roads, 
less amounts written off $979,317 (1971 - $901,608) 


INTANGIBLES AND DEFERRED CHARGES 
Deferred charges, less amortization 


Excess of cost over book values on acquisition of shares 
in subsidiaries, identified mainly with freight hauling rights . 


Approved by the Board 


a Director 


Director 


1972 


$ 1,335,729 
3,753,751 
3,335,748 

154,392 


8,579,620 
601,396 


7,319,365 
2,381,874 


4,937,491 
804,310 


1,124,139 
6,865,940 


7,911 


354,283 


362,194 


$16,409,150 


1971 


$ 1,249,656 
2,123,454 
3,226,200 

136,883 


6,736,193 


242,342 


5,828,584 
2,147,774 


3,680,810 


666,669 


1,074,838 


5,422,317 


60,209 


354,283 


414,492 


$12,815,344 


LIABILITIES 


1971 
CURRENT LIABILITIES 
(NGCOUMUS [DEWEIOIS ENaC!) EXCOTAUS Le) NEVIS: oo scassoconcannce vee soe reo psdnnow-vaamsevenaveraesasnesneaynnne $ 2,107,454 
INCOMECRAXCSaDAVADIC mee er ead, cat Uae rc aan a ee TE Ree pene eee A, eee OF: 1,410,087 
Principal instalments due within one year on long-term debt 00, 161,319 
3,678,860 
LONG-TERM DEBT, less principal instalments 
included in current liabilities (note 6) 0, {sc POOR Td EG ee 2,749,089 
DEEERReOsINGCOMEMLAXES mse tee we mis ert, asc, csi Soe Rouen eee Ce 663,676 
INTEREST OF MINORITY SHAREHOLDERS IN SUBSIDIARY 
COMPANIES samerernprernrenirr te rene ee te en crheccarem mn menos di oe sae oats 455,766 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (note 7) 
Authorized Issued 
6%2 % Cumulative redeemable 
convertible preferred shares, 
par value $10 54,786 34,786 533,560 
(1971 - 73,356) (53,356) 
Common shares 
no par value 3,248,856 1,459,676 1,064,337 
(1971 - 3,174,576) (1,341,233) = 
1,597,897 
BESTA TINE DamEe A ERAN LIN Gor oo nee eee recta te Pee cata naa eee Va rT ore: 3,670,056 
5,267,953 
$12,815,344 
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DOMAN INDUSTRIES LIMITED 


Notes to 
Consolidated Financial Statements 


Year Ended October 31, 1972 


ile 
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BASIS OF CONSOLIDATION 


The consolidated financial statements include the 
accounts of the subsidiary companies, all of which 
are wholly-owned except Ladysmith Forest Products 
Limited (80% owned), Hyak Transport Limited 
(60% owned) and Duncan Financial Centre Ltd. 
(51% owned). 


The accounts of Saltair Lumber Company Ltd. 
(20% owned) and three land development com- 
panies (50% owned) are not consolidated. Saltair 
Lumber Company Ltd. (a new company 80% owned 
by Pacific Logging Company Limited) recently con- 
structed a large-log sawmill which commenced op- 
erations in September 1972. The land development 
companies are in the initial stages of subdivision 
development and have not yet earned income. 


STATUTORY INFORMATION 


Included in or netted against cost of sales, selling 
and administration expense are the following: 


(a) Directors’ remuneration, including fees to direc- 
tors and remuneration of officers and employees 
who are also directors — $132,000 (1971 — 
$112,953) 


(b) Gain on disposal of fixed assets — $133,045 
(1971 — $99,729). 


(c) Income from investments — $2,220 (1971 — 
$10,515). 
INVENTORIES 
1971 

LOSS: ee eee eee $1,360,961 
Lumber.......... 1,366,046 
Merchandise.................... 381,743 
Supplies... 117,450 


B $3,226,200 


Lumber, logs and merchandise are valued at the 
lower of cost and net realizable value; supplies are 
valued at the lower of cost and replacement cost. 


4, 


INVESTMENTS AND RECEIVABLES OTHER 
THAN CURRENT 


Included in this balance at October 31, 1972 are 
advances to affiliated companies, Saltair Lumber 
Company Ltd. and land development companies 
(see Note 1), aggregating $387,856. 


FIXED ASSETS AND DEPRECIATION 


Depreciation is recorded on a straight-line basis 
at rates based on the estimated useful lives of fixed 
assets. These estimated useful lives range between 
five to ten years for automotive equipment, ten 
to fifteen years for other equipment and twenty 
years for buildings. Costs of timber holdings and 
logging roads are written off as timber in the area 
is removed. 


LONG-TERM DEBT 


Outstanding 

October 31, 1972 

First Mortgage Bond, se- 
curing 1042 % loan pay- 
able in 20 quarterly in- 
stalments of $100,000 
commencing inSeptem- — 
ber, 1978, balance due 
September 1983, interest 
payable quarterly... 


Principal 
instalments 
due within 
one year 


6% % bank loan, in- 
terim financing for 
Duncan Financial 
Centre Ltd. 25 year 
9% % first mortgage 
loan of $750,000... 13,059 

7% Debentures of Lady- 
smith Forest Products 
Limited, held by its 
shareholders, repayable 
from 1972-1974 ............. 99,960 

Other agreements and 
secured loans payable | 27,165 


$140,184 


Under the terms of the First Mortgage Bond agree- 
ment a further amount of $2,150,000 is available to 
the company on a draw down basis at an interest 
rate of prime plus 142%, and if drawn down will be 
repaid in quarterly instalments of $87,500 with the 
balance due in September, 1976. The further amount 
available decreases $87,500 per quarter if not 
utilized. 


CAPITAL STOCK 


Preferred shares are redeemable at $10.65 per 
share; each share is convertible, at the option of 
its holder, into four common shares at any time up 
to thirty days after notice of redemption. Changes 
in the company’s capital stock during the year 
were as follows: 


(a) 18,570 issued preferred shares were converted 
at their par value of $185,700 into 74,280 com- 
mon shares without par value. 


(b) 44,163 common shares were issued for $103,047 
cash on exercise of purchase warrants. 


Stock options remain outstanding on 9,300 shares 
granted to directors in 1969. These are exercisable 
at $3.67 per share as to 2,100 shares per year for 
three years (this right is cumulative) and as to 3,000 


shares at $6.15 per share until July 11, 1974. In 
addition to the 9,300 unissued common shares re- 
served for these options, 46,380 common shares 
are reserved for the balance of 15,460 stock pur- 
chase warrants issued in 1967 and still outstanding, 
entitling the bearer of each warrant until December 
31, 1976, to purchase three common shares for 
$7.00 ($2.33 per share). 


CONTINGENT LIABILITY 


The company has given guarantees of $462,000 on 
long-term borrowing by Saltair Lumber Company 
Lid: 


EARNINGS PER SHARE 


The figures for earnings per share are calculated 
on the weighted average number of shares out- 
standing. Fully diluted earnings per share, assum- 
ing that all of the 6%% cumulative redeemable 
preferred shares outstanding at October 31, 1972 
had been converted into common shares on Nov- 
ember 1, 1971 and all stock options and stock 
purchases warrants had been exercised on that 
date, would have been, 1972— $1.41 (1971 — 
$0.86). 


PHOTOGRAPHS BY WORSLEY STUDIO. 
LITHOGRAPHED IN CANADA BY 
EVERGREEN PRESS LIMITED. 
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O.B. Logging Co. Ltd. booming ground with 
Mt. Churchill in the background. 


Ecology at work. The second growth follows the loggers 
up the hill, open area replanted in 1972. 


Sidewinder boom boat. 


